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Summary

In Supplemental Report Language to the 1991-92 Budget Act, the Leg-
islature asked the Commussion to coordinate an intersegmental review of
student fees and financial aid -- including (1) the impact that alternative
student fee and financial aid policies would have on General Fund revenues,
student access, and financial aid requirements, (2) who should pay what
share of the costs of lugher education, (3) the relative advantages or dis-
advantages of raising student tuition compared with maintaining reduced
funding for the Master Plan missions of the systems, and (4) *‘the conse-
quences of all tuition and fee alternatives on the state’s historic policies
of access, choice, equity, and quality (including breadth of the nstructional
program, average student time to degree, and total cost of the baccalau-
reate to the student), with identification of any sub-group most likely to
suffer negative consequences as a result =’

In Apnl 1993, the Commussion responded with Report 93-8, Undergradu-
ate Student Charges and Short-Term Financial Aid Policies at
Califormia’s Public Unmversities, which contained seven preliminary rec-
ommendations on those 1ssues In this current report, the Commussion
expands on those suggestions and presents a dozen recommendations and
eight principles that underlie them In future reports, the Commussion wiil
offer recommendations on student charges and financial aid for the Cali-
fornia Community Colleges and for graduate and professional-school stu-
dents, and 1t will then propose a long-term financial aid policy for all lev-
els and systems of lugher education in the State

The Commussion notes that 1ts recommendations in this report “‘stem from
the economic and pohtical difficulties facing the State’” and *“do not rep-
resent ideal pubhic pohicy for the State or its public umversities, but instead
a response to the challenges now facing these universities as they seek to
continue meeting the goals of the Master Plan with reduced State re-
sources *’ Thus the Comnussion urges that if the State implements these
recommendations, their impact should be reviewed after five years on the
possibility that economuc and pohtical circumstances could then allow the
State *‘to return to 1ts Master Plan policy goal of providing low-cost higher
education ™’

The Commussion adopted this report at its meeting on June 28, 1993, on
recommendation of 1ts Ad Hoc Commuttee on the Financing and Future
of Calhfornia Higher Education Additional copies of the report may be
obtained from the Commussion at 1303 J Street, Suite 500, Sacramento,
California 95814-2938
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Reasons for a new
State policy
on student charges

the basic principles
that have gmded public
postsecondary education
in Calhforma since the
1960 Master Plan for
Higher Education --
wide access, high quality,
affordable cost, and
opportumies of choice
among nstitutions --
are Jeopardized '’

A NEW STATE POLICY

ON UNDERGRADUATE STUDENT
CHARGES AT CALIFORNIA’S
PUBLIC UNIVERSITIES

AS CALIFORNIA 1s poised on the edge of the twenty-first century, the
demographic and fiscal challenges confronting its educational system are
unparalleled

* The population of the schools 1s growing at the fastest rate 1n over 30
years, and the Class of 2000 1s expected to be the largest that has
graduated from high school in the State’s history Added to this growth
1n numbers is growth in diversity  Already, no one racial/ethmc group
constitutes a majonty of Califorma’s elementary school population, and
by the year 2000 thus will be true of the State’s potential college students
as well Yet data on the academuc progress of students show that the
State’s schools and colleges are less successful in meeting the educational
needs of the fastest growing racial/ethnic groups and of students from
low-income famihes than they are for other students Providing equitable
educational opportunities for these students is not only a moral imperative
for Califorma but also a socioeconomic necessity, since on it will rest
the continued economic and civic well-being of the State

* The last time Califorrua was confronted with a burgeoning college-age
population, 1ts economy was robust, but now its economic condition 15
weaker than at any time since the great Depression of the 1930s  For
the past three years, the State has been making budget decisions that
have resulted in fewer postsecondary opportunities for this current gen-
eratton of students than for those of the past three decades Out of
every five financially needy students who are eligible for Cal Grant fi-
nancial aid from the State, only one has been fortunate enough to re-
ceive an award Over the past two years, student fees at both the Uni-
versity and State University have grown by over 60 percent -- despite
the State’s policy that increases be gradual, moderate, and predictable
For a number of reasons including these, the State University enrolled
nearly 40,000 fewer students this past year than past demographic pro-
Jections estimated 1t would

As a result, the basic principles that have guided public postsecondary edu-
cation in California since the 1960 Master Plan for Higher Education -- wide
access, luigh quality, affordable cost, and opportunities of choice among
institutions -- are jeopardized Unfortunately, this danger 1s not simply a
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Long-term prospects
and short-term
realities

the Commussion
believes that Califormia
must develop a realistic
policy on student charges
that implements, so far as
possible, the principles
of the State’s Master Plan
for Higher Education
while recogmizing
the limited amount of
resources likely to be
avallable from the State
for the support of lugher
education '

function of today’s hard economic times Besides more revenues, the State
needs a more flexible budgetary structure 1f its educational institutions are
to keep pace with the burgeoning growth 1n the number of potential stu-
dents Even when California recovers from the current recession, with-
out significant changes 1n the State’s budget process, the State will be un-
able to commit enough resources to ensure that access, quality,
affordability, and choice in higher education are available to future gen-
erations of its citizens

Cahforma would not need a new policy on student charges if it were to
enact fundamental reforms in 1ts revenue and expenditure policies -- in
particular, repealing or modifying statutes and constitutional provisions
that restrict the Governor and Legislature from changing the State’s rev-
enue collection mecharsms in order to match the growth in demand for
public services But these reforms would take years to implement, even if
agreement can eventually be reached onthem Inthe meantime, Califorma’s
young people deserve better than a fee policy driven solely by the State’s
annual budget deficits

For this reason, the Commussion behieves that California must develop a
realistic policy on student charges that implements, so far as possible, the
principles of the State’s Master Plan for Higher Education while recogmniz-
ing the limited amount of resources hkely to be available from the State for
the support of higher education

In 1991, the Legislature encouraged the Commission to rethink the State’s
policy on student fees when 1t enacted the first of the recent significant fee
increases at the Califorma State Umversity and the Unversity of Califor-
ma Recogmazing that it was beginning to depart from the principles of the
Master Plan, the Legislature requested in Supplemental Report Language
to the 1991-92 Budget Act that the Commission coordinate an interseg-
mental review of student fee and financial aid policies in California It
directed the Commussion to work with a broad-based advisory committee
to analyze the impact of alternative student fee and financial aid policies at
the State’s public colleges and universities and then to submut recommen-
dations to the Governor and Legislature

Over the last two years, the Commussion has sought to respond to the
Legislature’s request It has discussed a series of options and alternative
fee policies with representatives of all mterested parties that are listed 1n
the appendix to thus report, it has developed a senes of principles to serve
as the basis for its recommendations, and 1t has completed those recom-
mendations affecting student charges and financial aid for undergraduates
at the State’s public universities While 1t proceeds with 1ts continued
analysis of desirable fee policy in the Califorma Communtty Colleges and
in professional schools at the graduate level, 1t hereby Lists those eight prn-
ciples and 12 recommendations



Principle underlying
the Commission’s
recommendations

The particular
importance
of financial aid

¢ Students, their famulies, and society share in the responsibihity for
financing the costs of a college education

+ The State should bear the major share of the cost of instruction at public
institutions of higher education because the one factor that truly
distinguishes a public institution from a private one 1s that the government
bears the pnimary responsibility for its operation To require under-
graduate students to pay a majonity of the cost of instruction would
mean abandonng the public nature of the nstitution

¢ The unique charactenstics of public colleges and umiversities as well as
of the students they enroll should be recognized in developing the State’s
policy on student charges For example, the California State University
and the Umversity of California are fundamentally different institutions
in at least three ways -- (1) their unique mussions, (2) the past academic
performance of their students, and (3) the socioeconomic characteristics
ofthese students Further, the different mssions of the two universities
result 1n differences in their average cost of instruction, with the
University’s average cost of instruction being sigmficantly higher than
the State Umversity’s due to its exclusive responsibihty for providing
doctoral-level instruction These distinguishing factors should play a
cniical role in determuning their appropnate student charges

¢ Student charges should not increase simply to fill the budgetary gap
caused by any reduction in the State's General Fund support

* Increases in student charges should be predictable so that students and
their famulies can prepare for the costs of college attendance

¢ Grant aid should be made available to offset any increase mn student
charges for all financially needy students in order to ensure that
educational opportunities are available to all students, irrespective of
€conomic means

+ The State’s termunology used to descnibe student charges -- i particular,
tuition and fees -- should be revised to reflect current reality and allow
more effective use of the revenue generated by these charges

¢ The onginal Master Plan principles of access, quality, affordability, and
choice should be retamed To this end, the Commusston should review
the State’s policy on student charges and financial aid at least every five
years This review should, among other results, remind the State of its
histonc Master Plan goals that the Commussion continues to support

The Commussion considers the sixth of these eight principles -- making
grant aid available to offset any increase in student charges for all finan-
cially needy students -- significant enough to warrant particular attention
and a specific recommendation



** the State’s financial
aid system should ensure
that any increase

1n student charges does
not disproportionately
affect financially

needy students **

Recommendations
for a new State policy
on undergraduate
student charges

From the Commussion’s perspective, the State’s financial aid system should
ensure that any increase in student charges does not disproportionately
affect financially needy students This means that funds must be available
not only for providing grants or waivers to offset the increase in student
charges to financially needy students, but, in addition, for providing infor-
mation on the cost of college attendance and the availability of financial
aid to junior high and high school students and their parents in order that
they are prepared both academucally and financially for college Further,
funds must be made available to ensure that college and umversity finan-
ctal aid offices are adequately staffed to ensure that financially needy stu-
dents recerve the aid they need in a imely manner Thus, any increase n
student charges must also include funding for these financial aid needs if
the State wishes to continue to provide access to all students

Providing an adequate level of student financial aid 1s a State responsibility
and, therefore, the State must provide these momes 1f 1t 1s to fulfill its
responsibilities and honor 1ts commitments to provide access to all stu-
dents regardless of economuc circumstances Expressed differently, the
State must provide enough financial aid to preserve access to postsecond-
ary education for those State residents least able to afford the cost of at-
tendance, especially those needy students from backgrounds storically
underrepresented in higher education Further, the State must indicate its
mntent to provide this aid sufficiently in advance of each academuc year so
that all students can take advantage of access to its pubhc institutions

If the State 1s unable or unwilling to augment its financial aid budget n
these directions, this fact should be regarded as an expheit decision by the
Governor and Legislature to retreat from the Master Plan’s principle of
providing access to higher education for low-income students Because
this decision will disproportionately affect the most financially needy stu-
dents -- a majonty of whom are from backgrounds historically underrepre-
sented n hugher education -- the Commussion recommends that the public
systems augment their own institutional financial aid budgets from institu-
tional resources It 1s the Commussion’s intent that sufficient funds be
provided to ensure that any increase in student charges does not have a
disproportionate impact on students from low-income backgrounds who
typically came from those racial/ethnic groups historically underrepresented
in hugher education In making this recommendation, the Commussion rec-
ognizes that, if the systems provide financial aid funds from their own
resources, these funds will not be available for other purposes

Based on the above principles, the Commussion submuts the following dozen
recommendations -- all of which 1t deems equally important -- to the Gov-
ernor and the Legislature for a new State policy on charges for under-
graduate students to attend the California State University and the Unuver-



sity of Califorma The Commussion emphasizes that these recommenda-
tions stem from the economuc and pohtical difficulties currently facing the
Staie They do not represent ideal public policy for the State or its public
universities, but instead a response to the challenges now facing these un-
versities as they seek to continue meeting the goals of the Master Plan with
reduced State resources

Undergraduate student charges at the California State University
should equal no more than 30 percent of the average cost of instruc-
tion within that system, with the State bearing the responsibility for
funding a minimum of 70 percent of the average cost of instruction
within the State University. The reason for this recommendation is
the Commission’s belief that student charges at the State University
must be moderate to enable significant numbers of individuals to com-
plete baccalaureate degree programs, and, in turn, serve as the back-
bone of California’s trained labor force.

Undergraduate student charges at the University of California should
equal no more than 40 percent of the average cost of instruction within
that system, with the State bearing the responsibility for funding a
minimum of 60 percent of the average cost of instruction within the
University. The reasons for this recommendation are the different
socioeconomic characteristics of students at the University and the
State University and the Commission’s belief that undergraduate stu-
dents at the University receive slightly more benefits from their at-
tendance there than do students at the State University, and, as a
result, they should bear a slightly greater portion of the costs of their
instruction than those at the State University.

If necessary, student charges in each system should increase incre-
mentally over the next three years such that, at the end of that time,
student charges are no greater than the percentages identified above.

Given any increase in student charges, the State should increase its
budget item for State-funded grant aid by an amount sufficient to
fully cover the increase for all financially needy students. (The sec-
tion below on “‘Future Plans™ notes the Commussion’s continued work
on & long-term State financial aid pohicy )

To implement the State’s current policy that requires increases in
student charges to be gradual, moderate, and predictable, after student
charges have been adjusted such that at the State University they
represent no more than 30 percent of the average cost of instruction
and no more than 40 percent of the average cost of instruction at the
University, future increases should also be gradual, moderate, and
predictable.



If the governing board of either university determines that student
charges must increase after the three-year adjustment period, it should
explain its justification for such an increase. Moreover, it should lim-
it any increase in student charges to the lesser of (1) the annual per-
centage change in the system’s average cost of instruction or (2) the
average of (a) the annual percentage change in the Higher Education
Price Index -- a proxy for the increased cost faced by colleges and
universities -- and (b) the annual percentage change in the California
personal per-capita income -- a proxy for the additional income indi-
viduals have available to pay higher charges.

In cooperation with the systemwide offices of the State University and
the University, the Commission should review the levels of student
charges annually to determine the extent to which they vary from 30
percent of the average cost of instruction at the State University and
40 percent of the average cost of instruction at the University.

In consultation with an advisory committee, the Commission should
calculate the average cost of instruction annually, using revenue and
enrollment data from the prior year. ‘‘Average cost of instruction”’
should include State, local, and student-generated revenue but ex-
clude all expenditures relating to organized research, public service,
teaching hospitals, health sciences instruction, and capital outlay.

To ensure that the cost of instruction does not dramatically increase
in the future, the Commission should continue its work with various
advisory committees to identify alternatives that could reduce the cost
of instruction while maintaining educational quality. These efforts
should be undertaken with the goal of limiting increases in the cost of
instruction and hence preventing significant student fee increases as
the cost of instruction rises.

Mandatory systemwide student charges at the State’s public univer-
sities should be called ‘‘tuition” rather than ‘‘fees’’ to permit their
most effective use, in that under current California terminology, tu-
ition -- as contrasted to fees -- may be used to support the direct cost
of instruction,

Each public institution should develop a process to consult with stu-
dents regarding how tuition revenue shall be used.

The Commission should review the new State policy five years after
its initial implementation to consider its overall impact and determine
if economic and political circumstances enable the State to return to
its Master Plan policy goal of providing low-cost higher education.



Future plans

The Commussion 1s 1n the process of developing a long-term State student
financial aid policy, and it anticipates offering its recommendations for that
policy 1n the coming months, as well as recommendations concerning stu-
dent charges at the Cahforma Commumty Colleges, graduate and profes-
sional student charges at the State’s public universities and the Hastings
College of the Law, and other differential pricing policies for the State’s
public colleges and universities



APPENDIX

Participants in the Commission’s
Advisory Process

Representatives of the following agencies and orgamzations have either asked or
been mvited to advise the Comnussion staff on 1ssues mvolved m the Commussion’s
review of student fee and financial aid pohicy

Amernican Federation of Teachers College Guuld
American River College Student Association

Assembly Higher Education Commuttee

Assembly Office of Research

Assembly Ways and Means Commuttee

Association of Independent Califorrua Colleges and Universities
Califorma Community College Faculty Association
Califorma Commumty College Student Financial Aid Admumstrators Association
Califorma Community Colleges Chancellor’s Office
Califormia Faculty Association

California Mantime Academy

Calhiforma State Department of Finance

Califorma State University, Sacramento, Budget Planning
The Califorma State Umiversity Student Association

The Califorma State Umversity Academuc Senate

The Califorma State Umiversity Office of Governmental Relations
The Califorma State Umversity Office of the Chancellor
Cahfornia Student Aid Commission

California Student Association

Community College League of Cahforma

Governor’s Office

Governor’s Office, Child Development and Education
Hastings College of the Law

Jomt Legislative Budget Commuttee

Legisiative Analyst’s Office

San Francisco State Unuversity

School Services, Arnold Bray and Associates

Senate Budget and Fiscal Review Commuttee

Senate Education Commuttee

Senate Office of Research

Speaker’s Office, Califormia State Assembly

State Higher Education Executive Officers

Umversity of Califormia Academic Senate

University of California Office of Governmental Relations
Umniversity of Califorma Office of the President

University of Califorma Student Association



CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE Califorma Postsecondary Education Comnus-
sion is a citizen board established m 1974 by the Leg-
1slature and Governor to coordinate the efforts of
Califormia’s colleges and universities and to provide
mndependent, non-partisan policy analysis and recom-
mendations to the Governor and Legislature

Members of the Commission

The Commussion consists of 17 members Nine rep-
resent the general public, with three each appomnted
for six-year terms by the Governor, the Senate Rules
Commuttee, and the Speaker of the Assembly Six
others represent the major segments of postsecondary
education in Califorma Two student members are
appomnted by the Govemnor

As of Apnl 1995, the Commussioners representing the
general pubhic are

Henry Der, San Francisco, Chair

Guiilermo Rodniguez, Jr, San Francisco, Vice
Chair

Elane Alquist, Santa Clara

Mim Andelson, Los Angeles

C Thomas Dean, Long Beach

Jeffrey I Marston, San Diego

Melinda G Wilson, Torrance

Linda J Wong, Los Angeles

Ellen F Wnght, Saratoga

Representatives of the segments are
Roy T Brophy, Fair Oaks, appointed by
the Regents of the Umversity of Cahfornua,
Yvonne W Larsen, San Diego, appointed
by the Califorma State Board of Education,

Alice Petrossian, Glendale, appomted by

the Board of Governors of the California
Communty Colleges,

Ted J Saenger, San Francisco, appointed by
the Trustees of the Califormia State Umversity,
Kyhl Smeby, Pasadena, appointed by the
Govemnor to represent Caiiforma’s mdependent
colleges and unuversities, and

Frank R Martinez, San Luis Obispo, appounted

by the Council for Private Postsecondary and
Vocational Education

The two student representatives are-
Stephen Lesher, Meadow Vista
Beverly A Sandeen, Costa Mesa

Functions of the Commission

The Commusston 1s charged by the Legislature and Gov-
ernor to “assure the effective utilization of public postsec-
ondary education resources, thereby elimmnating waste and
unnecessary duplication, and to promote diversity, innova-
tion, and responsiveness to student and societal needs ™

To thus end, the Comnussion conducts independent reviews
of matters affecting the 2,600 mstitutions of postsecondary
education 1n Cahforma, including commumity colleges,
four-year colleges, universtties, and professional and occu-
pational schools

As an adwvisory body to the Legslature and Governor, the
Commussion does not govern or adrinuster any institutions,
nor does 1t approve, authonze, or accredit any of them
Instead, 1t performs its specific duties of planning,
evaluation, and coordination by cooperating with other
State agencies and non-governmental groups that perform
those other goverming, administrative, and assessment
functions

Operation of the Commission

The Commussion holds regular meetings throughout the
year at which it debates and takes action on staff studies
and takes positions on proposed legislation affecting
education beyond the high school in Califorma By law,
its meetings are open to the public Requests to speak ata
meeting may be made by wnting the Commssion 1n
advance or by submtting a request before the start of the
meeting

The Commussion’s day-to-day work 1s carned out by 1ts
staff in Sacramento, under the guidance of its executive
director, Warren Halsey Fox, Ph D, who 15 appowmted by
the Comnussion

Further information about the Comnussion and 1ts pubh-
cations may be obtaned from the Commussion offices at
1303 J Street, Swite 500, Sacramento, Cahforma 98514-
2938, telephone (916) 445-7933
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